Characterization of chronic poverty
The income generation process over time can be described by the following recursive system of dynamic equations:
where, Y = Income D = Endowments
X = Exogenous factors
Characterization of chronic poverty (contd)
If the exogenous variables obtaining at time τ were to remain unchanged over the remainder of a person's working life -denoted by the interval [τ, T] -then the income generation process can be expressed as:
Then the criterion by which we can identify the chronically poor is the time path of E(Y t D t *, X τ ).
The formal definition of chronic poverty can now be given as follows.
Definition: A person is chronically poor if E(Y t D t *, X τ ) < Z, for all t ∈ [τ, T], where Z is the poverty line income. 
